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Does violent crime matter in tax 

aggressiveness?
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Research in psychology documents that repeated exposure to violence increases behavioral

aggressiveness. This individual behavioral mechanism likely applies to organizations through

interactions and connections among individuals within local social networks in the area.

Applying the psychological research findings to accounting scenario, I employ violent crimes as

a social context for local corporate aggressive behaviors. In addition, managements are

corporate decision-makers; and therefore, I examine the violent crime rates surrounding

corporate headquarters. Given that corporate tax aggressiveness is one type of corporate

aggressive behaviors, I examine whether firms’ tax aggressiveness is positively associated with

the violent crime rate surrounding their headquarters.

The OLS results show that corporate tax aggressiveness is positively related to the violent

crimes surrounding headquarters. Additional tests such as alternative tax aggressiveness

measures and demographic variables also find similar results to support this research. Taking

accounting restatements as dependent variables rules out the possibility that violent crimes

cause accounting noncompliance to International Financial Reporting Standards (IFRS). These

additional tests provide robust empirical evidence for the conclusion of this research.

This research responds to the prior tax research’s call to examine the determinants of tax

aggressiveness and it contributes to the growing tax literature by adding one determinant of

corporate tax aggressiveness. It provides financial reporting information users with one more

clue to detect potential tax-aggressive corporations and benefit their decision-making.
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